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CONFIDENTIAL LONDON 07134 

US OECD FOR MICHAEL ADLER 

E.O. 11652: GDS 
TAGS: EFIN, UK, PK 

SUBJECT: PAKISTAN REQUEST FOR DEBT RENEGOTIATION 
REF: (A) STATE 109392 (B) LONDON 6897 

1 . TREASURY REPS DISCUSSED SUBSTANCE OF REF A WITH 
MICHAEL SCHOLAR, ASSISTANT SECRETARY, HM TREASURY. 

SCHOLAR EXPLAINED THAT HM TREASURY NORMALLY TAKES THE 
LEAD IN DEBT RENEGOTIATION BUT THAT ODM ALSO PLAYS A 
MAJOR ROLE. DISCUSSING SUBSTANCE OF U.S. VIEW OF 
PAKISTAN’S CURRENT ECONOMIC SITUATION (PARA 7 REF A), 
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SCHOLAR SAID HE SAW THE SITUATION IN ROUGHLY THE 
SAME LINES AND WAS IN GENERAL AGREEMENT WITH OUR 
ASSESSMENT. 

2. SCHOLAR SAID THAT ODM UNDER SECRETARY TONY HURRELL 
(REF B) WOULD BE EXPLAINING IN PARIS THAT THE U.K. 

HAS NOT YET REACHED A POSITION ON HOW TO TREAT PAKIS- 
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TAN'S REQUEST FOR RESCHEDULING. BY WAY OF BACKGROUND. 
HE EXPLAINED THAT THE UNCTAD TDB IN MARCH HAD AGREED 
THAT MEMBERS WOULD CONSIDER RETROSPECTIVE TERMS 
ADJUSTMENT (RTA). JUDITH HART, MINISTER RESPONSIBLE 
FOR OVERSEAS DEVELOPMENT MINISTRY, IS VERY ANXIOUS 
TO PUT RTA INTO EFFECT AS SOON AS POSSIBLE. THIS 
WOULD BE EQUIVALENT TO WRITE-OFF FOR PAKISTAN OF ODA 
DEBT. 

3. SCHOLAR STRESSED THAT THE U.K. HAD NOT YET DECIDED 
ON A POSITION ON RTA, BUT IT IS POSSIBLE THAT A 
DECISION WILL HAVE BEEN REACHED BY THE TIME OF THE 
JUNE 1-2 MEETING OF THE PAKISTANI CONSORTIUM. IF 

U.K. DOES DECIDE ON RETROSPECTIVE TERMS ADJUSTMENT 
(AND IF THIS WERE FOR ALL COUNTRIES WITH A PER CAPITA 
INCOME UNDER $280 RATHER THAN JUST THE POOREST), THEN 
THERE WOULD BE NO DEBT OWING FROM PAKISTAN TO THE U.K. 

ON THE OTHER HAND, IF THE U.K. DECISION IS AGAINST RTA, 

THEN THE U.K. WILL BE VERY MUCH INVOLVED IN DEBT RENE- 
GOTIATION WITH PAKISTAN AND AT THAT TIME WILL BE IN A 
BETTER POSITION TO COMMENT IN SUBSTANCE ON THE U.S. 
POSITION IN PARAS 1-5 OF REF A. 

4. COMMENT: IN REPLY TO OUR QUESTION, SCHOLAR SAID 
IF THE U.K. DID DECIDE ON RTA, THIS WOULD RESULT IN 
WRITING OFF ROUGHLY ONE BILLION POUNDS OF DEBT TO ODA 
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THAT RESULTS IN ABOUT 50 MILLION POUNDS ANNUAL INTEREST 
PAYMENT. BASED ON PAST EXPERIENCE, ODM OFFICIALS 
HAVE TAKEN A HIGHLY SYMPATHETIC AND ALMOST PROPRIETARY 
INTEREST TOWARDS INDIAN SUBCONTINENT COUNTRIES. THEY 
PROBABLY ARE URGING MRS. HART AND HM TREASURY TO AGREE 
ON RTA IN A WAY THAT WOULD BE AS FAVORABLE AS POSSIBLE 
TO PAKISTAN AND INDIA. SHOULD THE U.K. DECISION BE 
AGAINST RTA, THE SAME ODM OFFICIALS CAN BE EXPECTED TO 
ARGUE STRONGLY FOR THE MOST FAVORABLE POSSIBLE 
RESCHEDULING TERMS FOR PAKISTAN. HM TREASURY WOULD 
UNDOUBTEDLY TAKE A HARDER LINE, MORE CONSISTENT WITH 
THE U.S. POSITION. 
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